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The United States
Balance of Payments in 1954

THE principal recent influencs npon the exchange of goods
sorvices batween the United Stafes and foreigh countrice
has been the continued riss in industrial production sbroad
particulerly in Western Europe. High domestic demon
which in some ceses approached the available copacity in
thesa countriez stimulated thair uanorts while preventing
exporty from rising proporuonaliy. resiLlt]
the internntionnd accounta led to reducticns in the rate of
sccumulation of geld and foreign exchange reserves, and in
the early months of 1855, even to gome declines in reserve
holdipgs, The credit restrigtions adopted by the United
om a4 the end of Fobruary were a result of these
developmants and were intended to correct them,

In contrast, the domastis business netivity during the lnat
quurter of 1054 was in the eorly stage of the current rize and
bottleneals to the expansion of produciion had not developed.
These differsnces in the relative s'tt&];l gituations here and
abroad contrihuted to the fact that {Tnit.ad States balonce
of payments up to the end of the year was little affected by
the ?tumga in domestio buginess.

Exports rise sharply—Imports log

Althongh domestic demnnds in the United States have
risen substantinlly, it haa been possible for our exporis to
increpse alse. Meore than half of the $600 million rise in
nonmili axporta in the fourth quarter be atéributed
o0 other then seasonal factors. A substantial part of the
export rise consisted of foedstufls and agnicultural raw ma-
terinls, but there wos alzo a considarabls inevesse in induskrial
gooda including steel, fuels and chemicals for which the
Exﬁrt hed to compete with the rising domestie

and.

The $120 million 1ise in merchendise import values
from the third to the fourth quarter was dus muinly to larger
imports of coffeq, fuel oil, nawspring, whiskey, and tobacco.
To a large extent this vise woe sensonal. The value of coffer
imports was nffected by o decline in averngs unit values from
E’ﬁ celll}.ts per pound in the third quartar to 64 cents in the

ourth.

Imaporta of the major raw materials sach as wool and most
of the metals declined. Ruabher imports also foll in volume,

but becnuse of higher prices rose slightly in value.

- For many of thess raw matsrials such as rubber nnd copper
the rige in foreign demand has led to price rises which en-
cour the expansion of domestic production and, in the
onsa of wool, the gronter use of agnthaties and domestic sup-
lies. In acfditiun, inventories of spme materiels weres drawn
own thus postponing the effocts of rising domestic demands

upon im]mria_ X ]
The United Stotes axport balenee on goods and services
excluding military end-iteme exporied under gmnhmci
chrama rose 4o more than $800 mallion, the highest smount
or the fourth guarter sines 1951. At that earlier time
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he resulting changes in -

exports were stimulated by the h;fh foreign: incomes follo wing
the outbreal: of hostilitiez in Kavon, while United States
imports were held down by the luﬁ;ﬂu@mn of inveniories
sccumnplnted earlier in thot year. high exporté balance
during tha fourth quarter of 1954 wea made possible muai
by increnced prents and private capital entflows.

More grants of surplus farm preducts

The rigse in noamili prants in 1854 congigfed largely of
emergency food velief grants, donations of agricultural surplus
goods distributed sbroad through peivets relief o 24~
tions. There was nlso a large
for relief ond resattlemeant of refugees.

Poyments toe France for military cxponsss in Southeast
Asin dropped from $136 million in tha third quarter to 3589
million in the fourth but dollar payments to nesist the United
Kingdom in the production of military aiveraft vose during
the same period from $6 million te $26 million.

paymant to Vietnam

Commercial eredits expand

The putflow of dpriva.tra cnpiignl—npcurdin% to preliminary
eptimatss—expandad substantinlly in the finsl quarter of
1954, largely because of higher medium term loans by
Lakin America. Portfolip investmonts were plag incveased
by & $25 million issus of Australinn bonds of whish abeut
three-fourths wes purchased by United States investors.
Procoeds of o Belginn bond issue were tronsforrad after the
close of the year and are, therefora, not incloded in the
fourth gquarter figuwres. These issues were the first foreign
honds, except for those sold by Coannda and the International
Bank, to bo ;iuh]il:l:f offered in the United Stotes sines 1947.
The ravival in the merket for such seeurities indicates the
rigipg eonfidence in the economia and monetary stability of
the borwowing countries and the genexnl grea with which
they are econ ¥ connected. hank losns to
Lotin Americn, however, were very largoly socured by gold
and United Stotes Government recurities nnd reflect rather
2 weakness in the balance of pamants of the debtors dus
to high impori demands and marketing diffieuities for their
main export commeodities.
Equally dwm-g[ﬁ:lt factors sccounted also for the con-
tinned luge outilow of short-tarm capital. In part, the
capital flow went 60 such relatively stronmp coontries, as
+ Yenczucla, Mexico and the United Kingdom, and
in pert it inclndes incrensed elaims against countries which
were alfected by the dacline in coffea prices.

Foreign debts offset rise in dollar assets

Bome of the rise in Ubited States assels obrond can be
attributed to the incrensed usefulness of foreign currencies
for international oin:.rmenha and io higher yields on short-
term funde held abroad, A1 part of the eredits, par
ticularly to some of the Lntin American countries, should
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be considered a zubstitution for drawings by foreign coun-
tries om their reserves, however.  Although furm guld and
deller assets rose during the fovrth uartar of gﬂ through

tronsactions with the United States by nearly $400 million,
aboui the same amount ns during the lash quarter of 1953,
the incresse after allowing for emerganoy oredite was
considorably leag.

The Year 1954

raceipis from Unitad

Far the year 1854 az a whole, fm-mg:\ !
ovarnment prants {ax-

Stetes imports of goads nnd services,
cludin cF those of military end items) and cepital, and private
United Stotes enpital and donobions amounted to about
%2194 billien. OF this amount $17.6 hillier was spmt. on
goods and servicea here and $1.7 billion was ndded to foreign
reperves or other dollar nesats,
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Government expenditures sustain exports

OF tha total foreirn rucmpta, about 55, 3 billion represented
forsign expenditures by the Uhited States Government
(inclnding purchnees for the strategio stockpile), and ghout
2700 nu]]mn consisted of short and medium term commergial
credits. Thesa data indicate the extent to which the high
value nf orts which was reached during the yenr, depended
upon the doller outfow from thase spurces,

Net payments to Europe decline

Tranzactions with Western Europa through the
of poode ond services, Government prants mud loans, end
private United States nu.plml mﬂv&mmta nad remittances
rasitléed in Ao excess of My the United States over
mn in 1'El

receipts of nbhout $1.2 hi ]bﬂmd with n.hﬂut-
#1.65 hillion in 1053, Transsotiona with the United Eingd

and the other starling aren sovniries in Europe aucmmtad for
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net payments by the United Statea of shout $440 million in
1553 and taffE $315 million in lgcﬁh%m 'ﬂaﬁannu with tha
continen uro countries net: paymenia
of sbout $1.2 billion iy 1063 to net poyments of n.gout F000
million in 1954, Tha laster on be attributed 1o the
5480 million rise iz Upited Stetes eaxports of poods nnd
pervices (excluding transfers of mili end-itemns) ond
cha in the movements of private United States eapital.
The decline in merchundise imports was offset by a rige in
military, travel, abd other services sxpenditurss.

The cxport rise to Weetero Europe, ivcluding the United
Kingdom, most of which took place during the second half of
the year, must in part be attributed to the relpxation of
Furopetn oxchange restrictions mode tgasaibla by tha rise in

Id and dollor regerves, Most of the increase consisted,

wever, of raw muterials and foodstufts other than grains,
a reflaction of the rising industrial production ond incomes.

Exports of finished manufactures were lesa affected. In

by Avea 1953 Anoual ond 1954 Anbwal and by Quocters
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1984 they comprised perhaps less then ona-third of our
exports to that aren. This corresponds approximately to
the prewar pattern of trade which was temporarily shanged
during the wmmedinée postwar Teconstruction period.

The declina in merchandise imports from Eurepe was to 4
large axtent due to smeller imports of semimuaufactured
stecl produets and other raw maoterinls. This redeetion is
sttributable to the rise in European demand as well as the
decline in our own, In fact, for meny of these commoditics,
including ateel, exports to ]ﬁump& roge, whila imports from
Turopa declined. -

‘The 5270 million increses in military expenditurez was
almost entirely due to inmessed payments for offshore
procurement of military equipment for retransfer wmder
military prent-nid programs,

Omitting transfers of military end-items, grants and loanz
dropped by nearly $200 million, slthough cash assistance te

[M AN of dollora]
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Franee ond the United Kinlﬁﬂ;:m to meat military expendi-
tures roge to about %260 million.

Net dollar flow to Europe concentrated

The riza in divect mili expenditures and the growing
smphasis in grants to assist in mesting defanse sxpenditures
concentrated TTnited States Government nditures in
Europe in relatively fow couniries Alt.hm%ﬂ these cowun-
tries were thus able to purchnse here more than they sold,
United States Government expendituras there were for

reater thon their trade deficit. Government payments to
any execeded tha German merchondise trade defisit
with the United States by sbout 580 million; for France the
corresponding figure was about 3800 milion nod for the
United Kingdom nbout $130 million. Private serviees
tronsactions and remittanees further increased net payments
by the United Stotes,

‘The nat dodlar flow to Europa thns entered the aren mostly
I]}:y way of France and weos distributed among the ether
Luropean countrics thro scttlements of tha French
deficita through the foeilities of the Europenn Payments
Union. After the middle of 193¢ French transnctions with
EPU countries wera nenrly in balance, so that with the
excaption of specinl settlaments of Emvinusljr accumulated
debts the indirect deller flow to other Ewopean countyies
wis sibstantially redwesd,

Dollar flow interrupted

The limitations on greater purchases of Ameriean mannfac-
tures by Europe and the siza ond direction of United States
Government expenditures in that ares contributed to the
continued exceas of United Staios Etl:grnenta to Europa over
European expenditures in the Untied States. In 1954 this
excose ampunted to about $1.2 billion, all of whieh wos ndded
toe European reserves. Total Eum]a:a_n dollar nssets, in-
cluding long-tevm investments in the United States increased
by about $250 million more, and nemly $200 million were
wsed by European countries to reduse their obligations to the
Internintionnl Bank and the Interpational Monetoary Fund.
For the year ag 8 whole, net dollar payments by Europe to
third areas, porticularly & and the independent steali
area, weles thus more than offset by net reocipts from e
gregs, manly the dependoncies snd vorious Far Eostern
countries.

The ries in Euvropean gold and dollar assets hos greatly
contribuied to tha ﬁg‘:}ndﬂ. strength of most of the Enropean
countries and facilitated tho simultaneous rise in production
and reloxotion of eontrols on internstionsl Eransnctions in
that ares doring the year.

Rising Europenn imports reduced the rate of net receipis
from gsvons other than the United States duing the second
half of the yesr below those dering the first holl of 1854 o
the scoond {nlf of 1053, gt did not vesult in o net dallar flow
from Europe to other avesas,

A not dollar flow from Turope to other nreas, snd from
there back to the United States as payment for United States
oxports {mostly of mantfactured goods, and sarvices) would
roguite 0 considerable change in the fraditionnl pattern of
world &rode ond invesiments. Even belors the war net dol-
lar reccipts E&Eumpa from the dependencies, the For Kast
and some of the Latin Amarican couniries were move or less
ofiset by net payments to Canade snd other parts of Latin
Amerien, while ﬂtﬁd Btntes transactions with Europs wers
approximatoly in balance. )

n oppraising the desirability of sueh basic changes in the
world payments Ea,tt.arn, it must be considered thnt some of
the payments to Europe are temaporary, particularly off-ghore
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procurement ynder military grant aid programs and direct

eegislance to meot military expenditures whish topether

amounted to more than $H) million in 18534, The additions

of thess dollar poymenis to Fauropean reserves, tharefore,

appear to have aided weorld trade by avoiding temporary
isturbances.

Latin America

Trapsacticns with Lotin Ameriga with respect to goode
sarvices, unilnterol trensfers, and du‘aet'mv&at.menm.r"ea‘ult-qd
in net Teceipis by the United States of naarz,g $¢00 million in
1054 s eompared with net payments by the United States
of $50 million in 1953, About two-thirds of the change wae
due to higher purchazses by Latin American countries in the
United Statea and one-third t¢ reduced purchases by the
United States. The defieft wos mat mni ¥ long and short
tarm Tnited States lowns which in from §30 milicn
in 19853 te 3420 million in 19864, :

Largely as 4 result of continzed nat dollar raceipts from
other sources, including the International Monetary Fund
apd tha Internutioncl Banle, gold snd dollor ng of
Latin American countries rosg further in 1954, but at a
mmic_iumblgv slowear rote than during the pravious year.

United States exports to Lotin erics rosa sharply in |
the first balf of tha year in response to hd ingemes
resulting from higher coffes prices and did not drop during
the second half ot the yoor, nlthough incomes from coffee
sales wos grently reduced. Consequently, the reserves of
tzim countries were under pressure during the latter part of
the venr.

Canada

Transactions with Conadna in 1954 resulted in a reduced
export balance on goods and services as compared with the
previgus year. As other transastions with the United Stetes
and net dollar remeilpta from third countriez were relativel
stable, Conadinn holdings of United States dellers incrensed,
porticulorly toward the end of tha year. Inerarsed holdin
of Tnited States dollars held down the appreciation of the
Canndian currency which was causing difficulties for Coned-
ign industry both in the domestic aml export markets, In
order to slow down the inflosr of United States capitel to
Canade, and lower the exchange reta, thus atimulatin
domastic production, the Canadion discount rate was redu
to 1¥ percent-in Fef:rrumj.r of this yenr, the scne rabte as in
the United States. The reduction of the Cnnadipn interest
rate will reduce Conadion borrowing in the Unifed States
but_g:ﬂ less likely to impede the outllow of direct investmens
eapatal.

Asta

The United States export smplus on goods snd secvices
with the independent conntries of Asia and Africa inereasod
{from 1953 to 195¢ by about $340 million, becouse of reduc-
tions in_both raw materinl imporis and miij.tm;,r axpenditures
in the For East.  Internren trapsfers indicate, however, that
the loss in ineome by these countries from merchandise trada
with the United States was in part compensated by smaller
net peymenks, Igmhuhl}r resulting from incrassed axports, to
other areas. Liguidations of reserves by Japan during the
firat holf of the year wera chuuFad to anoumulations durin
tha second half mainly 0s g result of monetory policies w
reduced imports snd greatly stimulated mg)orta. .

United States tronesnciions with the independent stecling
ared countries resulted in a 390 million rise from 1953 o
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1954 in net recaipts by the United States which had to be
met by on equivalent change from net sccuniulations to nat
redueations of the aran’s d holdings. To mest the deficit
with the United States, the area as o whole had to depond
upon dollay receipts from ofher gountries, mostly the sterling
pres doller pool.  These tranzfars, however, rempinad about
25 hiph in 1954 as during the preceding yvear.

Rise in export balance limited

The warious tremds affecting our international business
suggest that the upswing in exports during the second half

SURVEY OF CURRENT BUSINESS 13

of 1954 is not likely to be sustsined. Adjustments in Latin
America nnd controls on excessive business expansion in the
United I{ingdom would tend to reduee markets for American
goods. At the same time cxponding demands in this country
may also for spme commodities tighten the supply situntion,
nndy,‘ in fact, restrictions have alrendy booh upah tha
export of eoppor and serap. .

On the other hand, o relaxation of supply stringencies
abroad for some of the raw materials imported by ws atul
lower domestia stoeks ave likely to stimulate United States
imparts. These changes would result in o decline in the
export surplus which mny permib not foreign dollar nsseis to
riso fnster than during the fourth quavter of 1954.
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